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12VAC 30-90-264. Specialized care services.  

Specialized care services provided in conformance with 12 VAC 30-60-40 E and H, 12 

VAC 30-60-320 and 12 VAC 30-60-340 shall be reimbursed under the following 

methodology. The nursing facilities that provide adult specialized care for the categories 

of Ventilator Dependent Care, will be placed in one group for rate determination. The 

nursing facilities that provide pediatric specialized care in a dedicated pediatric unit of 

eight beds or more will be placed in a second group for rate determination.  

1. Routine operating cost. Routine operating cost shall be defined as in 12 VAC 30-90-

271 and 12 VAC 30-90-272. To calculate the routine operating cost reimbursement 

rate, routine operating cost shall be converted to a per diem amount by dividing it by 

actual patient days.  

2. Allowable cost identification and cost reimbursement limitations. The provisions of 

Article 5 (12 VAC 30-90-50 et seq.) of Subpart II of Part II of this chapter and of 

Appendix III (12 VAC 30-90-290) of Part III of this chapter shall apply to specialized 

care cost and reimbursement. 

3. Routine operating cost rates. Each facility shall be reimbursed a prospective rate for 

routine operating costs. This rate will be the lesser of the facility-specific prospective 

routine operating ceiling, or the facility-specific prospective routine operating cost per 

day plus an efficiency incentive. This efficiency incentive shall be calculated by the 

same method as in 12 VAC 30-90-41.  
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4. Facility-specific prospective routine operating ceiling. Each nursing facility's 

prospective routine operating ceiling shall be calculated as:  

a. Statewide ceiling. The statewide routine operating ceiling shall be the weighted 

average (weighted by 1994 days) of specialized care rates in effect on July 1, 1996, 

reduced by statewide weighted average ancillary and capital cost per day amounts 

based on audited 1994 cost data from the 12 facilities whose 1994 FY specialized 

care costs were audited during 1996. This routine operating ceiling amount shall be 

adjusted for inflation by the percentage of change in the moving average of the 

Virginia specific Skilled Nursing Facility Market Basket of Routine Service Costs, as 

developed by DRI/McGraw-Hill, using the second quarter 1996 DRI table. The 

respective statewide operating ceilings will be adjusted each quarter in which the 

provider's most recent fiscal year ends, by adjusting the most recent interim ceiling by 

100% of historical inflation and 50% of forecasted inflation to the end of the 

provider's next fiscal year.  

b. The portion of the statewide routine operating ceiling relating to nursing salaries 

(as determined by the 1994 audited cost report data, or 67.22%) will be wage adjusted 

using a normalized wage index. The normalized wage index shall be the wage index 

applicable to the individual provider's geographic location under Medicare rules of 

reimbursement for skilled nursing facilities, divided by the statewide average of such 

wage indices across the state. This normalization of wage indices shall be updated 

January 1, after each time the Health Care Financing Administration (HCFA) 

publishes wage indices for skilled nursing facilities. Updated normalization shall be 
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effective for fiscal years starting on and after the January 1 for which the 

normalization is calculated.  

c. The percentage of the statewide routine operating ceiling relating to the nursing 

labor and nonlabor costs (as determined by the 1994 audited cost report data or 

71.05%) will be adjusted by the nursing facility's specialized care average Resource 

Utilization Groups, Version III (RUG-III) Nursing-Only Normalized Case Mix Index 

(NCMI). The NCMI for each nursing facility will be based on all specialized care 

patient days rendered during the six-month period prior to that in which the ceiling 

applies (see subdivision 6 of this section). 

5. Normalized case mix index (NCMI). Case mix shall be measured by RUG-III 

nursing-only index scores based on Minimum Data Set (MDS) data. The RUG-III 

nursing-only weights developed at the national level by the Health Care Financing 

Administration (HCFA) (see 12 VAC 30-90-320) shall be used to calculate a facility-

specific case mix index (CMI). The facility-specific CMI, divided by the statewide 

CMI shall be the facility's NCMI. The steps in the calculation are as follows:  

a. The facility-specific CMI for purposes of this rate calculation shall be the average 

of the national RUG-III Nursing-Only weights calculated across all patient days in the 

facility during the six months prior to the six-month period to which the NCMI shall 

be applied to the facility's routine operating cost and ceiling. 

b. The statewide CMI for purposes of this rate calculation shall be the average of the 

national RUG-III Nursing-Only weights calculated across all specialized care patient 
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days in all Specialized Care Nursing facilities in the state during the six months prior 

to the six-month period to which the NCMI shall be applied. A new statewide CMI 

shall be calculated for each six-month period for which a provider-specific rate must 

be set. 

c. The facility-specific NCMI for purposes of this rate calculation shall be the facility-

specific CMI from subdivision 5 a of this section divided by the statewide CMI from 

subdivision 5 b of this section. 

d. Each facility's NCMI shall be updated semiannually, at the start and the midpoint 

of the facility's fiscal year.  

e. Patient days for which the lowest RUG-III weight is imputed, as provided in 

subdivision 14 c of this section, shall not be included in the calculation of the NCMI. 

6. Facility-specific prospective routine operating base cost per day: The facility-specific 

routine operating cost per day to be used in the calculation of the routine operating rate 

and the efficiency incentive shall be the actual routine cost per day from the most 

recent fiscal year's cost report, adjusted (using DRI-Virginia inflation factors) by 50% 

of historical inflation and 50% of the forecasted inflation, and adjusted for case mix as 

described below:  

a. An NCMI rate adjustment shall be applied to each facility's prospective routine 

nursing labor and nonlabor operating base cost per day for each semiannual period of 

the facility's fiscal year. 
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b. The NCMI calculated for the second semiannual period of the previous fiscal year 

shall be divided by the average of that (previous) fiscal year's two semiannual NCMIs 

to yield an "NCMI cost rate adjustment" to the prospective nursing labor and 

nonlabor operating cost base rate in the first semiannual period of the subsequent 

fiscal year. 

c. The NCMI determined in the first semiannual period of the subsequent fiscal year 

shall be divided by the average of the previous fiscal year's two semiannual NCMIs to 

determine the NCMI cost rate adjustment to the prospective nursing labor and 

nonlabor operating base cost per day in the second semiannual period of the 

subsequent fiscal year. 

See 12 VAC 30-90-310 for an illustration of how the NCMI is used to adjust routine 

operating cost ceilings and semiannual NCMI adjustments to the prospective routine 

operating base cost rates.  

7. Interim rates. Interim rates, for processing claims during the year, shall be calculated 

from the most recent settled cost report and Minimum Data Set (MDS) data available at 

the time the interim rates must be set, except that failure to submit cost and MDS data 

timely may result in adjustment to interim rates as provided elsewhere. 

8. Ancillary costs. Specialized care ancillary costs will be paid on a pass-through basis 

for those Medicaid specialized care patients who do not have Medicare or any other 

sufficient third-party insurance coverage. Ancillary costs will be reimbursed as follows:  
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a. All covered ancillary services, except kinetic therapy devices, will be reimbursed 

for reasonable costs as defined in the current NHPS. Effective for specialized care 

days on or after [July 1, 2006 January 15, 2007], reimbursement for reasonable costs 

shall be subject to a ceiling. The ceiling shall be $238.81 per day for calendar year 

2004 (150% of average costs) and shall be inflated to the appropriate provider fiscal 

year. For cost report years beginning in each calendar year, ancillary ceilings will be 

inflated using the moving average for the second quarter of the year, taken from the 

Virginia Specific Nursing Home Input Price Index published by Global Insight or its 

successor for the fourth quarter of the previous year. See 12VAC 30-90-290 for the 

cost reimbursement limitations.  

b. Kinetic therapy devices will have a limit per day (based on 1994 audited cost report 

data inflated to the rate period). See 12 VAC 30-90-290 for the cost reimbursement 

limitations. 

c. Kinetic therapy devices will be reimbursed only if a resident is being treated for 

wounds that meet the following wound care criteria. Residents receiving this wound 

care must require kinetic bed therapy (that is, low air loss mattresses, fluidized beds, 

and/or rotating/turning beds) and require treatment for a grade (stage) IV decubitus, a 

large surgical wound that cannot be closed, or second to third degree burns covering 

more than 10% of the body. 

9. Covered ancillary services are defined as follows: laboratory, X-ray, medical 

supplies (e.g., infusion pumps, incontinence supplies), physical therapy, occupational 

therapy, speech therapy, inhalation therapy, IV therapy, enteral feedings, and kinetic 
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therapy. The following are not specialized care ancillary services and are excluded 

from specialized care reimbursement: physician services, psychologist services, total 

parenteral nutrition (TPN), and drugs. These services must be separately billed to 

DMAS. An interim rate for the covered ancillary services will be determined (using 

data from the most recent settled cost report) by dividing allowable ancillary costs by 

the number of patient days for the same cost reporting period. The interim rate will be 

retroactively cost settled based on the specialized care nursing facility cost reporting 

period. 

10. Capital costs. Effective July 1, 2001, capital cost reimbursement shall be in 

accordance with 12 VAC 30-90-35 through 12 VAC 30-90-37 inclusive, except that the 

90% occupancy requirement shall not be separately applied to specialized care. Capital 

cost related to specialized care patients will be cost settled on the respective nursing 

facility's cost reporting period. In this cost settlement the 90% occupancy requirement 

shall be applied to all the nursing facility's licensed nursing facility beds inclusive of 

specialized care. 

To apply this requirement, the following calculation shall be carried out. 

a. Licensed beds, including specialized care beds, times days in the cost reporting 

period shall equal available days. 

b. 90% of available days shall equal 90% occupancy days. 

c. 90% occupancy days, minus actual resident days including specialized care days 

shall equal the shortfall of days if it is positive. It shall be set to zero if it is negative.  
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d. Actual resident days not including specialized care days, plus the shortfall of days 

shall equal the minimum number of days to be used to calculate the capital cost per 

day.  

11. Nurse aide training and competency evaluation programs and competency 

evaluation programs (NATCEP) costs. NATCEPS costs will be paid on a pass-through 

basis in accordance with the current NHPS.  

12. Pediatric routine operating cost rate. For pediatric specialized care in a distinct part 

pediatric specialized care unit, one routine operating cost ceiling will be developed. The 

routine operating cost ceiling will be computed as follows: 

a. The Complex Health Care Payment Rate effective July 1, 1996, and updated for 

inflation, will be reduced by (i) the weighted average capital cost per day developed 

from the 1994 audit data and (ii) the weighted average ancillary cost per day from the 

1994 audit data updated for inflation in the same manner as described in subdivision 4 

a of this subsection. 

b. The statewide operating ceiling shall be adjusted for each nursing facility in the 

same manner as described in subdivisions 4 and 5 of this section. 

c. The final routine operating cost reimbursement rate shall be computed as described 

for other than pediatric units in subdivision 3 of this section. 

13. Pediatric unit capital cost. Pediatric unit capital costs will be reimbursed in 

accordance with the current NHPS, except that the occupancy requirement shall be 

70% rather than 90%. 
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14. MDS data submission. MDS data relating to specialized care patients must be 

submitted to the department in a submission separate from that which applies to all 

nursing facility patients. 

a. Within 30 days of the end of each month, each specialized care nursing facility 

shall submit to the department, separately from its submission of MDS data for all 

patients, a copy of each MDS Version 2.0 which has been completed in the month for 

a Medicaid specialized care patient in the nursing facility. This shall include (i) the 

MDS required within 14 days of admission to the nursing facility (if the patient is 

admitted as a specialized care patient), (ii) the one required by the department upon 

admission to specialized care, (iii) the one required within 12 months of the most 

recent full assessment, and (iv) the one required whenever there is a significant 

change of status. 

b. In addition to the monthly data submission required in subdivision 14 a of this 

section, the same categories of MDS data required in subdivision 14 a of this section 

shall be submitted for all patients receiving specialized care from January 1, 1996, 

through December 31, 1996, and shall be due February 28, 1997. 

c. If a provider does not submit a complete MDS record for any patient within the 

required timeframe, the department shall assume that the RUG-III weight for that 

patient, for any time period for which a complete record is not provided, is the lowest 

RUG-III weight in use for specialized care patients. A complete MDS record is one 

that is complete for purposes of transmission and acceptance by the Health Care 

Financing Administration. 
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15. Case mix measures in the initial semiannual periods. In any semiannual periods for 

which calculations in 12 VAC 39-90-310 requires an NCMI from a semiannual period 

beginning before January 1996, the case mix used shall be the case mix applicable to 

the first semiannual period beginning after January 1, 1996, that is a semiannual period 

in the respective provider's fiscal period. For example, December year-end providers' 

rates applicable to the month of December 1996, would normally require (in Appendix 

I (12 VAC 30-90-270 et seq.) of Part III of this chapter) an NCMI from July to 

December 1995, and one from January to June 1996, to calculate a rate for July to 

December 1996. However, because this calculation requires an NCMI from a period 

before January 1996, the NCMIs that shall be used will be those applicable to the next 

semiannual period. The NCMI from January to June 1996, and from July to December 

1996, shall be applied to December 1996, as well as to January to June 1997. Similarly, 

a provider with a March year end would have it's rate in December 1996, through 

March 1997, calculated based on an NCMI from April through September 1996, and 

October 1996, through March 1997. 

16. Cost reports of specialized care providers are due not later than 150 days after the 

end of the provider's fiscal year. Except for this provision, the requirements of 12 VAC 

30-90-70 and 12 VAC 30-90-80 shall apply. 

CERTIFIED:  I hereby certify that these regulations are full, true, and correctly dated. 

 

_____________________   ____________________________________ 
Date      Patrick W. Finnerty, Director 
      Dept. of Medical Assistance Service 


